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Pegmont Mines Limited
ABN 97 003 331 682

Corporate Officc

65 Hume Street

Crows Nest NSW 2065
Postal Address

PO Box 849

Crows Nast NSW 1585
Telephone: (02) 8437 3591
Facsimile: (02) 8437 3599

FAXTO: NATIONAL STOCK EXCHANGE OF AUSTRALIA
ATTENTION: MS JANE POLLARD

FAXNO: (02) 49291556

FROM: CHRIS LESLIE

SUBJECT:  AUDITED FINANCIAL ACCOUNTS TO 31 DECEMBER 2010

DATE: 31 MARCH 2010

Dear Scott,

We attach our Audited financial Report for the year ended 31 December 2010
together with the Chairman’s report, review of operations and Directors’ report.

Regzijds, Y :
/s 9 _
Aris Leslie




31-03-171,16:31  From: T0:00243231558 ;0284373598 # 1/ 48

Pegmont Mines Limited

ABN 87 003 331882




31-03-11;16:31  ;From: To:00249291558 0284373599 # 3/ 49
Pegmont Mines Limited ANNUAL REPORT 2010
| J
1407 146°
—12" ]
GULF
OF
CORAL
CARP
ARPENTARIA SE/
Cooktown
=
Calrns
Kerurmba
Nerrnanton
8 T REEFWAY L -
ROYALTY AREAS
QUEENSLAND N
Chaners
Towar,
‘:"4.
Mackay

Winton

G‘,’&.

PEGMONT MINES NI v
AREA OF INTEREST *Longmaa on  DlECKWatEr - Rockharpton

Skl Huay
24" o 300 km .
i PMATEI | |

Figure 1 General Location, Mount Isa - Cloncurry Region, North Queensiand

Glossary of Terms

Ag
Au

Co
Cu
Mo
Pb
Zn

Re
U

Chemical symbol for Stiver
Chemical symbol for Gold
Chemical symbol for Cobalt
Chemical symbol for Copper
Chemical symbol for Molybdenum
Chemical symbol for Lead
Chemical symbol for Zinc
Chemical symbol for Rhenium

Chemical symbol for Uranium

Mineralisation

Process by which minerals are introduced and
concentrated within a host rock, and the product
of this process

COrebody

Zone from which a rmireral or minerals of
economic valle can be extracted

JORC
Join Ore Reserves Committee

DD
RC

Diamond Drillhole

Reserve Circulation Drillhole
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Pegmont Mines Limited

2010 PERFORMANCE HIGHLIGHTS

The company experienced mixed results during 2010, making a small share trading profit for the year,
after a disastrous first half. However, an expanded exploration effort at Pegmont has resulted in a
maiden JORC compliant resource estimate - a true milestone,

The company made a loss of $1,569,408 ( net profit of $1,686.891 in 2009) due to exploration costs of
$1.106,894 and administration costs of $604,456 not being covered by sharetrading profits.

The year in review was made up of two halves, After making respectable profits during 2009 from a
pumped up stockmarket rally, we unfortunately became complacent about political risk. The Federal
Government’s announcement of a Resource Rent Tax (RRT) cost us aver $1 million in share trading
losses as the market for resource investments went into a deep freeze. The unexpected share trading foss
of £1,493,000 for the half year to June, created a shortage of working capital which was difficult to
make good, The second half recovercd these losses to yield a small Net Trading Profit of $244 887 for
the year compared with a budget profit of §1,500,000.

Exploration activity continued apace with expenditure increasing 37.2% to 1,106,894 with the bulk of
activity directed at grid drilling Pegmaont South. Also, we achieved an important milestone by
commissicning an independent review of the Pegmont lead-zine deposit which estimated a maiden
JORC compliant resource of 8.85Mt @ 5.0% Pb+Zn of Indicated and Inferred Resources at 3% (Ph+Zn)
cut off, Three prospects, Franks Find, Franks Find West and SC7 were drill tested but results were
not encouraging. Infill drilling at New Flope gold-cobalt deposit was deferred to 2011

2011 OBJECTIVES

Mow that we have attained a Resource status for the Pegmont lead-zine deposit, our key objective is to

10 press ahead with its commercialisation. The Board intends 1o raise funds through an jssue to

shareholders by mid year and then make a Public Offer associated with listing on the ASX. The extra funds will
add to our current working capital, which can then be applied to increased exploration activily and sharetrading,

The proposed exploration activities during 2011 include:

o Optimisation and review of the lead-zing resources at Pegmont, This work will include the
identification of higher grade target areas for future drilling and identification of material
suitable for open cut mining. Our objective is to enhance the value of Pegmont as a significant
deposit,

o Undertake a major metallurgical test progeam on Pegmont material to confirm innovative
processing of refractory oxide mineralisation. This program is expected to cost $500,600.

o Infill drilling the New tlope gold-cobalt deposit at a cost of $200,000 which may provide
sufficient data to support a JORC compliant resource and possible means of commercialisation.

o Centinue prospecting our exploration tenements to develop new drill targets. We have areas
that are progpective for copper and molybdenun.

Qur financial objective is to continue to make sharctrading profits, build the Company's working capital
position, and expedite the commercialisation of our mineral portfolio.
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CHAIRMAN'S REPORT
2010 was a difficult trading year for the company In
contrast to & very successful 2009

+  Consolidated operating loss was
$1,369,408 compared with an after tax
profitof §1,686,891 in 2009,

*  Nodividend was paid,

Net Trading Profit was $244,887 after 2 write
back of provision for impairment of
$2,578,196, compared to a profit target of
$1,500,000.

The reason for the poor trading performance

was the proposed introduction of the

Government's RRT and its disastrous impact

on the resource segment of the share market,

which is the major area in which we invest, Not
only did share prices fall substantially but also,
turnover dricd up, causing very significant losses.
The market improved in the second half of the year
and we were able to recoup the losses which

were realised in the first half,

Administration ¢xpenses of $604.456 were well
controlled and lower than the previous vear, but
exploration expenditure of $1,061,894 ( up
37% and which we expense} was the major
reason for the operating loss. No tax was
payable during the year.

Exploration expenditure was concentrated on

grid drilling at Pegmont South, in order to add

to our resource base and to upgrade tp JORC
quality estimate of the Pb+ Zn deposit at
Pegmont. We have announced a maiden
resource of 8.85 million tonnes at 5% Pb+Zn at
3% cut-off . This is an important milestone for
the company as it lays the foundation for future
wark on this significant resource,

The more we drill, the more we are likely ta
discover. The Resource Estimation Report
indicates & Mineralised Potential (of an
additicnal) 9 to 15Mt at between 4 and 5.5%
combined Pb+Zn at a 3% cut-off grade,

The exploration program during 201 | will be
stepped up 1o include;
*  Delineation of apen cut tonnage for a
quick entry into production,
= ldentification of higher grade target
areas for follow up drilling,

=

*  Undertaking a metallurgical test
program at a cost of around $500,000.

*+  Infill drilling at the New Hope gold-cobalt
deposit to provide sufficient data for a
JORC resource estimate and (o
commence development studies,

*  Continued prospecting of exploration
tenements and targets including MMA
(Ma), Lighting Creck (Cu), Bonanza
Anomaly (Pb-Zn) and Sharry Fault
(Pb=Zn),

Although a grear deal of time, effort and money
has been spent on Pegmont, there is still 3 great
deal of work to be done in terms of its
commetcialisation. We have now reached the
stage where we can start to optimise the
resource and seek higher grade mineralisation,
Consideration as to how Pegmont can be best
developed will be high on our agenda in

2011,

In order to carry out our 201 | program and to
secure the future of the company, additional
capital will be required. On March 4 we
announeed & two stage capital raising progran
to be cornpleted by 3! December 201 |, which
includes a shareholder's entitlement issue at 10
cents per share and subscquently to seek a
listing on the ASX through a Public Offer at 20
cents per share. The 2011 yvear will be an
exciting year for the company, with the many
years of effort starting to flow through to
provide benefits to shareholders,

We are coneerned about emerging political risk

in Australia. This comes from two dircctions.

The proposed introductton af a Super Profit Tax (SPT)
in addition to all the other existing taxes including
state royalties and federal income tax will make it
much harder to get profects off the ground.

The proposed imposition of a carbon tax will

also reduce the comipetiveness of the mining

industry in relation to its overseas competitors

as it is an intensive user of ¢nergy.

We thank you our shareliolders for sharing the
vision and your support and for the dedicated
work undertaken by our staff. consultants and
contractors. As a token of aur appreciation, we
ailotted 315,000 shares to our exploration team
and company seeretary.

John M, Armstrong

Chifirman ;

#
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Pegmont Mines Limited

Summary of Financial Results

Financial Results 2010 2009 2008 2007 2006
Gross Trading Revenue 5000 18,660 20,940 7,297 36,319 20,875
Profit on share sales 8OO0 (2,333) 2005 (1,887) £.230 7.574
Provision for share loss 000 2,578 946 (4,563) (9%0) (390)
Met Trading Profit £000 245 3051 (64195 7230 6.984
Exploration 3000 (1,107) (806) (340) {662) (432}
Administration 5000 (504) (G17) (661) (896) (448)
Net Profit/{Loss) before tax $000 (1,369) 1687  (7.138) 6.017 6,249
Net Profit/(Loss) after tax 5000 (1,369) 1,687  (6,945) 3,916 4,258
Cash $000 2,149 1.014 G10 4,043 3.591
Investments 3000 1,872 4,289 3,003 7.528 5.271
Working Capital 000 4,123 5407 4031 10,913 7.894
Total Assers 2000 7,581 9.206 7,743 15,424 12,261
Total Liabjlities 000 47 27 17 864 1016
Sharcholders’ Funds 000 7,334 9,179 7.726 14,670 11,245
Earnings per share (E) cents (2.7} 3.3 {13.6) 7.7 8.4
Dividends per share cents - 0.5 - 1.2 1.0
Net Tangible Assets per share cents 15.2 17.9 13.1 289 222
Working Capital per share centy 8.0 10.5 7.9 214 15.6
Share Price (last sale) cents 10.0 8.0 6.0 18.0 120
Price Earnings ratic P/E X -ye 24 “ve 2.3 i.4
Shares on lssue 000 51476 516l 50,887 50.887 50,687
Options on Issuc 000 - - - - 1,549
Comment

Since Scptember 2004, the Company applied the proceeds from the saje of Recfway Pty Lid to share
investing, This activity has gunerated a total Net Trading Profit of $13.658,000 (after provisions) from
Gross Trading Revenue of $113,045,000 at an average a margin of 12.1% on turnover, thus, ensuring
financial self- sufficiency,

From this trading income the Company has expended funds on exploration $3,753,000, administration
$4,048,000, taxation $4,629,000 and distributed dividends of $1,375,000,

The current business model of the Company attempis 1o generate sufficient income from sharetrading to
cover admiristration and exploration expenses and 10 maintain a minimum level of working capital of
54 million

Since exploration expenditure during 201! could increase to §1,300.000 and administration expenses Lo
$700,000, the required rate of return on working capital (of approximately $4.1 million) would need to
be 48.8%. This is an ambitious target. Henee, the purpose of the Intended Capital Raising during

201 I(including listing on the ASX) is to increase working capital to about $10 million. Such funds
could support the higher level of activity to evaluate the Pegment deposit and, also, 1o explore other
prospects.
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REVIEW OF OPERATIONS

2010 was a year of two halves Tor Pegmont,
Share trading activity has resulted in a net
trading profit of $244,887 (33,05 1,944-200%)
after incurring a first half loss of 51 237,366,

The conselidated trading results for 2010 are:-

2010 2009

Actual  Actual

$000 £000

Operating Prolit/{loss) {2,333) 2,106
Write back impairment

provisions 2,578 946

245 3,052

The announcement of a resource RET by the
Federal Government during May 2010, caused
a sharp price reaction among resource
investments, This proposed tax necessitated
defensive loss-taking to rebalance rhe
Company's portfolic away from iron ore and
coal developers,

The consolidated net profit /loss for the year

was a loss of $1,369,408 (profit of $1.686.891-
2009) summarised as follows:

2010 2009

Net Trading Profit 245 3,052
Investment income 50 51
Other income 17 8
342 31
Administration {604) el7)
Exploration (1.107) (307}
Pre-tax profit/(loss) {1.369) 1,687
Earnings per share (2.7) 33

This result includes the write off of alf
exploration expenditure incurred during the
year.

The provisional share price impairment was
reduced by $2,578.196 ($946,065-2009) due to
a deliberate loss-taking on non-performing
shares and RRT affected iron ore and coal
investments. The effects of the GFC are largely
behind us although several impaired stocks
have been retained for their recovery potential,

Adminjstration costs declined slightly for the
third year in succession due majnly to a freeze
on salaries and directors focs,

Exploration expenditure increased by 37%
due to increased drill activity particularly at
Pegmont:-

Meitres Drilled

2010 2009
Pegmont 3.579 726
Other prospects 798 375
RC metres drilled 4377 1.60]
Expenditure $1000 1,107 807

As a result of grid drilling at Pegmont,
geological confidence was increased, which
converted .6 Mt resource at 4.7%Pb and Zn 1o
indicated status at a cut off grade of 3%,

The maiden JORC compliant resource js
estimated at 8.85Mt@& 5%Pb and Zn at 3% cut
off. This resource estimate has been checked by
Hellman and Scoficld Pty Ltd using data and
geological interpretation of the mineralisation
supplied by JM Geological Consulting Pty Ltd
-February 201 1(JMGC).

Company tax has not been provided or
adjusted against profits as there wers carried
forward losses $4,628,174 at 30 June 2010,
Expleration and Administration expenses are
tax deductable against all income including Net
Trading Profit,

Gross trading Revenue declined 10.6% 1o
818,659,561 ($20,939,598-2009)
2010 2009

$000 $000
Gross Trading Revenue 18,660 20,940
Trading Profit/(loss) (2,333) 2,105
Gross margin % (12.5) 10,1

Due to high volatility and unexpected political
risk arising from the proposed RRT (since
modified) trading turnover was limited to
specific oppartunities. The trading loss wag
offsct by previous impairment provitions made
against carried forward positions held in 2009,

Trading marging improved significantly during
the second half year with the final quarter
(October-December) profit averaging 18.9% on
trading revenue,

The overall result, after provision adjustment
was a net trading profit of 3244887 for the

# 7/ 48
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year ($3.051,944-2009) which, together with
investument income of $79,757, provided &
return of 6.0% on $5.4M workin 2 capital at 31
December 2009, compared to a small Joss for
the All Ordinaries Index,

Liquidity, or working capital (being current
agsers less current liabilities) declined to
$4,124,686 at year end ($3.407,160-2009) due
to the net loss of $1,369,408 after administration
and exploration expenses,

For a positive outcome in 20] L, share trading profits
are dependent upen ne unpleasant surprises and
continued growth in World economies to
support elevated commodity prices.

The ongoing resource boom is very dependant
upon political stmbility and moderation in
commodity prices, particularly oil,

Budget for 2011 (indicative)
For the purpose of providing an indication of

where the company is headed during 2011, the
following budget is presented,

Trading Profit 3000
Gross share turnover 20,000
Share trading prefit 2,000
Margin 10%

Past experience indicates that portfolio
turnover is ikely to be four to five times
working eapital (currently $4.1 M}. Although,
profit marging vary considerably according to
the nature of market volatility and indivicual
stock. We are looking to average 10% or botter
A more detailed comment is made under
Investment Activities,

Investment Income

Because of heightened political risks arising
from the possibility of a RRT and now a carbon
tax, a policy of increased cash holdings has
been implemented which together with higher
interest rates, suggests that interest income
could inorease to $100,000,

Administration expense

Since administration expense has teen held
down during the past three years, the Board has
resolved to grant a [09% increase in salaries,

Exploraiion

Qur budget for 2011 totals $1.3M which allows
for 4,000 metres of RC drilling and the
expenditure of $500,000 on metallurgical test
waork on the Pegmont deposit. Field work

normally starts mid-April, depending upon
weather conditions and access.

Planned expenditures are:

1000
Pegmont Metallurgy 500
New Hope infill drilling 200
General Prospecting 600

1,300
Our objective is to better understand the
treatment process of Pegmont's tefragtory
oxide and intermediate oreg by an extended
metallurgical test program starting in April, At
New Fope, we aim to gencrate sufficient drill
data to support a maiden An-Ca resourge
estimate, Other major prospects including
Pegmont East, Bonanza Anomaly, Sharry Faull
IP anomaly and Lightning Creek provide wajl-
up drill targets,

Profit Forecast

At present we are budgeting for a break-even

result of $100.000 as follows:

$000
Share trading profit 2.000
Write back provisions -
Investment income 100

2,100
Administration (700)
Exploration (1.300)
Pretax profit 100

We recognize that the income figures
(particularly for share trading) are aspirational
and a5 such are subject to numerous risks and
uncertainties,

The first three months of 201 ! have proved
difficult with choppy market conditions
prevailing,

Actual results of Company performance could
differ materially from those discussed in these
forward- looking cstimates and statements. The
quarterly reports that are forwarded to
sharelofders, aim to update and discuss the
ongoeing activities of the Company and changes
to estimates, Readers are invited to discuss
such matters with management,

Although no particular reliance can be Placed

upon forward projections, they are provided 1o
indicate the direction and magnitude of major

variables.

# 8/ 48
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INVESTMENT ACTIVITIES

The Company invests mainly in resource
equities which are in production or have
advanced projects with near term production
potential. Also. several seed capital positions
arg maintained which we hope will be realized
this year,

Results for the year were:

2010 2009
3000 $000
Turnover 18,660 20,940
Realised Profit/ (loss) (2,333) 2,106
Profit Margin % (12.5) 10,1
All Qrdinaries Index
at year end 4.847 4,383

The share market commenced 2010 by
declining to a law 4520 on 9 February on fears
of an EEU (BEuropean Economic Union)
meltdown over Greek debt problems and China
tightening its crecit policy. From that point it
recovered to 5024.1 on 15 April only to be
knecked by the Federal Government proposed
Resquree Rent Tax to close on a low of 4286
on 25 May. A second down- wave that took the
index back to 4230 on 5 July was caused by
tax- loss selling particularly in junior resource
stocks, This marked the low for the year and a
decline of 15.4% from its peak.

The half year trading results reflected the RRT
trauma as follows:

6 months to
30 June 2010
fao0
Trading profit 476
Trading losses (3.206)
(2,730)
less, Write back of impairment 1.493

provisions

Net trading loss (1,237)

The implied ramifications of a proposed RRT
forced the liquidation of prorising investments
in coal, and other long lead time projects, The
new sirategy, apart from holding increased
cash. was placed on companies operating high
grade deposits, mainly in gold.

The second haif year experienced a more
benign market environment as the Labor
Government was forced to rethink the RRT and
adjust to 2 SPT in order to be reclected,

The All Ortlinarics Index recovered

from its low 0f 4250 on 5 July to close at

4846.9 on 31 December 20 10, a rise of 14%,
but only square for the year,

The second half trading results improved
considerably:

6 months to

31 Deg 2010

$oo0

Teacding Profit 1,224

Losses : (828)

396

Write back of 1.085
impairment provisions

Net trading Profit 1481

Itis noted that the Government’s intention
remains to impose an additional but modified
SPT on the resource industry and also

a carbon tax, whereas, the Opposition is
against such impositions.

Thus, there remains considerable political risk
overhanging the sharemarket,

Whilst the SPT stay a possibility, overseas
investors will stay cautious about large
greenfield development projects, This outcome
could be exacerbated by rapid wage and capital
cost inflation now experiznced in Western
Australia,

The third negative factor confronting the
resource industry is the strength of the Aussic
dotlar largely artributed to rising interest rates
relative to the US interest rates, The Reserve
Bank of Australia continues to allude 1o
inflationary pressures present in the Australian
economy as an influencing factor in its
currency deliberations, As higher inflation rates
mean higher interest costs, causing higher
exchange rates, this scenario is not conductive
1o 2 buoyant stockmarket.

In order to counter these negative possibilities
our share portfolio liquidity ratio has been
increased whilst the remaining investments are
concentrated in producers with low borrowings
and high cash balances,

Overall, the prospects for 2011 are ¢ncouraging
as the US economy appears to have bottomed:
Europe (UK & EU} led by Germany, s
regaining traction despite several basket cases;
and China continues to zrow strongly. Japan is
lagging duc to continuing deflationary
pressures and its tsunami ¢risis, Thus. investors
remain cautious about possible “Black Swan”
events, particularly in the Middle East,

# B/ 48
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EXPLORATION ACTIVITIES

The Company’s exploration aclivitjes are
tocussed on North-West Queensland within the
Mt Isa-Cloncurry mineral province, This
province contains world class base metal and
uranivm deposits.

The Cloncurry Fold Belt is host to a large silver-
tead-zine deposit at Cannington, copper-gold
deposits around Selwyn and al Osbourne and
very high grade molybdenum-renium deposits at
Merlin,

The Pegmont lead-zinc deposit is situated in the
same region a5 these deposils, on the edge of the
Williams Granije Complex. It is a strali form
“Broken Mill-type™ lead-zine deposit associated
with an apparently single horizon of magnetite
rich banded iron formation (BIF} within a
mineratised system that extends gver 8km. The
Pegrnont deposit is found on the southern half of
thiz system and extends approximately 2Zkm on a
horth-gast steilke with a widih of approximately
1km and extends at least 350 m below the
surface with a south-enstorly dip. The Pegmont
deposit congists of several lodes which are
characterized by recumbent folds, overprinted by
upright faults and transeeted by 2 number of
other faults,

A maiden Inferred and Indicated resource of
8.85Mt averaging 5% Pb+Zn has been ealeulated
(IM Geologieal Consulting Pty Lid - February
2011). This estimate is based on 381 holes and
40,409 metres. Also, Mineralized Potential at
Pegmont (where drilling is not dense ehough to
estimate resources) 18 estimated between oMt
and 1 5M1 al between 4.0 and 5.5% combined Pb
+Zn ata 3% Pb + Zn cutofT (JMGC- February

A detatled report has been received from JIMGC
which summarizes all drilling data in digital
fuem since discovery in 1972, Data from 38!
holes totally 40,409 metres has boen composited
which resulted in 3,449 inersections. OF these
holes drilled, 177 holes intersected 2% Pb+7n or
better over o drifl length on average ol 6 metrey
Or more,

Future drilling will target higher grade zones
within and extensional to the resource, Previous
drilling vy sited on a local grid (Newrmont),
Unlortunately the qualily of these older

holes cannot be validated and wera theretore
exeluded from the “Indicated Resource™
estimates. Most of them wit] have to be rechilled
at some time down the track, particularly where
higher grade mineralisation has bueen intersected,

The compilation of all previous dritl data into a
digital model is an important milestone lowards
possible commerctatisation, However, g
considerable amount of extra drilling remains to
be completed on 2 comprehensive S0x50m grid to
upgrade existing resources to Indjeated status,

Apart from resource drilling, higher grade
exploration areas al Pepmont East and the
Bonanza Anomaly offer tempting largets,

Grid drilling ot Pegmont South during the year
outlined shallow mincratisation, which subject to
gconomic Tactors, eould lead to open pit
possibilltics. A total of 37 holes for 3,579 metres
were drilled here, Additional infil drilling would
be required for pit planning purposes. Aleady
conceptual pit studies indicate a potemtial for
8.7Mt @ 4% Pb+Zn with 2 strip ratio of 6 to 1,

2011y
[ Pegmont Resources at 3% Pb + 7n Cui-Cff
M Tonngs | Ph+7Zn % | Pb + 7n Tonnes | Pb % | Pb Tonnes | Zn % ZN Tonnes
Indicated | 1.635 4.7 77,000 3.8 34,000 1.4 23.000
Inferred | 7.217 3.0 361,000 3.5 251,000 1.5 110,000
Ind +Inf | 8.857 3.0 438,000 5.4 305,000 1.5 133,000
Note: Figures are rounded

Mincralised Potential

Mineralised Potential

at Pegmont is estimated al between 9 and

Y5 ML at between 4% and 5.5% combined

Pb+Znata 3% Pb + Zn cut-off. This mineratized potential has had insufficient exploration to deline a Mineral
Resource, Infill drilling is needed to further define this mineralisation, but it is uneertain that sueh drilling

will convert this 1o & Mineral Resource,
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New Hope Gold-Cobalt deposit - 100%

The New Hope deposit is located within 3 small
& Ha Mining Lease (M1, 2437) located on the
Mount Cobalt Shear some 3km south of Selwyn,
Drilling has confirmed high grade gold-ceball
mineralisation over a 50m strike (open o the
south) and open down dip/plunge below a 35
metre leached zone,

Mineralisation may be limited 1o 200 metres
depth by the Mining Lease boundary but this
depends upon the dip/plunge of mincralisation,

A program of 17 RC holes totaling 1,700metres iy
planned [or mid-year to check infill and down

dip values, This work may be sufficient lor the
vompilation of a JORC compliant resouree. The
initial target is about 125,000 tonnes of 8-12 ot
gold + cobalt for 30,000 — 45.000 oz of gold
insitu.

Regional Exploration - EPM 14491

Four holes were drilted during the vear into
Frank’s Find and Frank's Find Wegt (FFW)
prospects in the Squirral Mill Granite Complaex
totaling 438 metres. Results were disappointing
with the best interseetion of | metre assfying
3.530ppm Cu at 114-115m in FFW 002. This
hole drilled to 120 intersected alternating pink,
ted and yrey granite. moderately magnetic with
disseminated pyrite throughout, with some
specular hpemetite and possibly chalcopyrite at
20-21m,

Mo further drilling is intended during 2011,

EPMA 18347 is progressing through Native
Title agreements prior 1o granting. This
application arca lies to the north of EPM 14491 —
Lightning Creck magnetic anomaly and aorth of
the Frank’s Pind prospects,

Previeus work has delineated copper=pold rogk
¢hip values over an annular geophysical
magnetic feature of some 2-3Km radjus. It is
proposed 10 test this area with 400 metres of RC
drilling upen grant during 2011,

Selwyn Sector

The Setwyn project area ineludes New Hope and
nearby sub-blocks of EPMs 14491, 17052 ang

17033, Extensive rock chip sampling delineated
several anomalics.

SC7 geophysical anomaly, associated with a
strong linear anomaly thought to be linked with a
dolerite unit, was tested by four RC holes
totaling 360 metres. No mineralisation wag
observed, but assay resubts did indicate
anomalous rare earth values in one hole, Mar
River West WOO1, of up 1o 2,000ppm,

Activity Summary

2010 | 2009

Total Expenditurs B000 | 1.061 | 806

Metres Drilled

Drill vost Bm | 242 503
Number of Holes:
Pegmont 57 4
New Hope - 15
Frank's Find 4 |
sCY 4 u

Inereased drill activity during 2010 significanyly
reduved the cost per mewe. The 2011 programme
envisages the drilling of 4.000 metres of which
1.700m will be at New Hope and the balanee
Spread ameng several prospects ineluding
Pegmont South and possibly Pegmont Bast,

# 11/ 48
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Corporate Activities

Our corporate goal is 10 build a financiatly
independent and self-sustaining resource
company.

We do not borrow or use [utures, options or
derivatives to leverage investments but rely upon
making timely decisions.

Since September 2006, the Board's policy Is to be
sell-funding on a minimum working vapital
requirement of $4 million. Active sharetrading
has generated sufficlent income to cover hoth
averhead and exploration expenditures aver this
period,

The unforeseen politieal risk of a RRT was g
big blow to us during 2010, Since then this tax
has been modilied to a ST to be levied on fron
Qre, Conl and Petrolenm, Thus, sur investment
decisions largely exclude opportunities in these
sectors. As they say. “once bitten, twice shy!™

However, elevated commodity prices for zold
and base metals have sparked an active
exploration boom which docs provide
epportunities for investors like us. Provided that
there are ne more unpleasant surprises, we are
hopeful of ¢overing this years budgeted
expenditures but not the extrs drill aul to
enhance resources at Pegmont,

Pejrmont Praject

The Pegmont praject hag reached an imporant
milestone in its future development, The process
of estimating a JORC ¢ompliant resource in both
tonnes and grade hag highlighted the size and
vomplexity of the deposit. Although the average
orade of butween 4% and 6% Ph + Zn is low by
most standards, it Is outcropping and relatively
Rat dipping to the south-cast which makes it
relwively cheap to explore.

Outside the resouree blocks, there is mineralised
potential of similar tonnage and grade to a depth
ol at least 330m below surface. This Mineralised
Potential has had insufficient exploration: to
defing a Mineral Resource. Extensive infi]]
drilling will be required.

Assesement of the egonomie potential of the
Pegmont deposit depends upon two main faciors:

*  Devclap a metallurgical process that
tould process the refractory axide and
intermediate mineralization, thus
reducing both eapital and operating
COsts,

*  Disvover higher grade areas within the
deposit which could average- up head
Zrade during low price periods. Wide
spaced drill results have intersectud up
to 12% Pb+7n over 6 metres in drill
hole PMD 141 at Pegmont East.

This year, a major metallurgicad program
costing 5500.000 will be undertaken to validate o
New process developed by FeoT cehnology
Group Pty Lid that could produce onsite
vommercial product with 90% recovery. Success
would have profound implications for the
ceonomics at Pegmont,

Resource drilling will be dependent upen
capital raiging plans, although sefecting higher
grade target arcas containing 6-3% PhZn iy
likely, Analysis of drill intereepts of above 2%
Pb+Zn (revorded in 177 holes out of a Iotal 381
holes) suggest that an sverage thickness of Gr, ot
a grade of 8% Pb+Zn, could be reasonably
expected from extensional drilling in sulphite
material,

The Pegmont Lead/Zine Project O, Resource
Estimation Report notes that 8 substantial
program (o a 50m grid basis) comprising of
160 drill holes [or approximately 17,000 metres
would be needed to provide increased confidence
to upgrade resource categories, We estimate thal
the cost ol this program of drilling could be §2
million ingluding assaying cte. This work, along
with metalluegy, will be our top priority,

The report also mentions that the Mineraljised
Potential at Pegmont is between 9 and 15 Mi al
between 4.0% and 5.5% Pb+Zn at a 3% P'b + 1
cut-off’ oeeupies a similar area as 1o that of the
defined resources, Extensional drilling

to an average depth of 125m could require 240
holes for 30,000 metres at an approximate drill
vost of $3.5 million. Follow up resouree drilling
could then be congentrated on higher grade target
areas, There ate a number of excellent (ie plus
10% Pb+Zn) targets waiting 10 be Jrilled.
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There are three main pathways [or developing
the Frgmont Project:

*  Forthe Pegmont deposit to become o
satellite mine trucking ore to g nearby
mill in the region.

*  Todevelop several open pit and
underground operationg using standard
floatation technology 1o treat higher
grade sulphide mineralisation or,

*  Develop an open cut operation using
modern leach technologics 1o producy
commercial end products on site;
sibject 16 a suecesstul outcome of this
year's metallurgical test program.

The requisitc funding options will be considered
as results corne to hand, A bal) park expenditure
figure o £10M to §12m over the next 3-5 vears
wottld be required to complete feasibility study
on the Pegmont deposit.

The intended Capital Raising Program,

announeed on 4 March 2011, envisages a two

stage capital raising program by 31 Decembey
017:

*  Asharcholder’s Entitlerment Issue at 10
wents per share, whereby any shortfall
shares could be used to top up holdings
to a marketable parcel of 10,000 shares,

*  Subsequently, but no later than 3|
December 2011, 1o seek the listing of
the Company's shares on the A§X
through a Public OfTer a1 20 cents.

The total amount sought would be approximately
$6 million, which together with existing working
capital of $4 million should provide suiTicient
funding to complete feasibility studies at Pegmont
during the next two years, Alternative financial
arramsements are also being considered,

Financial Condition
Corporate Assets
The Company's Not Assets at 31 December

2010 were §7,834.527 ($2,178.735 - 2009) made
up as follows:

2000 2009

3000 3000
Current Assets 4172 5434
Current Liabilitieg (47) (27)
Non Current Asseats 3710 3772

Non Cureent Liabiljties
Net Assets

The difference between the two years is the net
loss of 81,369,408 and issue of shares of
$25,200,

The Company*s working capilal position was

$4.124.686 at 31 December 2010, og representeg

by Current Assets less Current Liabilities,

Current Assets 2010 2009
3000 5000

Receivablug 150 130

Available for sale financial 1.872  4.290

assets

Cash and cash equivalants 2,150 1014
4,172 5434

Liess:

Current Linbilites

Payables (47) (27)

Provision for tax expenses - -

Working Capital 4125 5,407

eents per share 80 103

Cashr balanves were increased at year end o take
advaniage of near term market volatility, Surplus
cash is held on deposit at call, Corporate funds,
W pay for administration and exploration
expense, are held separately,

Non-Current Assets 2010 2009

8000 $000
Pegmont Field Camp 14 176
Pegmont Deposit 3.000 3000
Regionai tenements B0 350
Reefway royalty 100 100
Mew Hope deposit 145 [45

3709 3,771

7.835 9,179
—tr, P fE
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Non-gurrent assets decreased by $61.734 due ta
el depreciation of the Pegrmont field camp,

Stnge all exploration expenditure is written off
when incurred. the carried Forward values of the
Pegmont tenements have remained vonstant,
despite additiona) mineralisation being
discovered during the year,

Sinee the Pegmont deposit remains at the
exploration phase requiring infill drilling,
extensional drilling, metallurgical work and &
leasibility study, its value remains largely
indeterminate, However, results o date provide
envouragement for continued assessment angd
enhancement in potential valye,

Other Income
2000 2009
$000 5000

Interest received 65 26
Dividends received 15 24
Other revenue 17 7
Total 97 57

Interest received increased with the higher [evel
of cash balances as invested funds. Cash
haldings were increased to olfset the effect of
adverse sharemarket volatility,

fxpenses
Administration expenses decreased marginally

from $617.297 (2009) to $590.856 due 10 lower
secretarial and office expensey:

2010 2009

5000 %000

Audit & Directors Fees 254 261
Seeretarial + ofl1ce 98 219
Other 139 137
01 617

Exploration Expense L106 806
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EXPLORATION TENEMENTS
TENEMENT NAME STATUS REGISTERED DATE QF DATE QF ARLEA
HOQLDER GRANT EXPIRY (sitg-hom)

EPM 15106 Pepmont Granted Pegmont Mines Lul | 1.08.2006 1.08.201! 57.2
Extended

EFM 14491 Pegmont Gramed Pegmont Mings Lid — 11.08.2006 10.08.2011 108.§
Extended #2

ML 2620 Pepmony Granted Pegmont Mines Lt 24.01. 1974 3Loramz L3
Ne. |

ML, 2621 Pegmont Granted Pegmont Mines Ltd  24.01. 1974 3102012 1.3
No. 2

ML.2623 Pegmont Granted Pegmont Mines Ltd — 24.01. 1974 31012012 1.3
Na, 4

ML2487  New Hope Granded Pegmont Mines Lid — 3.09,2009 1312019 08

EPMI7052  Mort River North  Granted Pegmont Mines Lid ~ 3.02.2010 2.02.2014 1.2

EPMI7053 Mot River South  Granted Pogmont Mites Lid ~ 3.02.20]0 2.022014 ]

EPMA 8347 Squirrel Hills Application Peement Mines Lid 8.4

The above exploration tenements are 1009

owned by Pegmont Mines Limited.

ROYALTY TENEMENTS

The following tenements in the Mount Jsa region
are subject 10 the Recfvay Royalty Deed dated
28 September 2004, entered into with CopperCo

Limited {In Receivership)

MLs: 5426, 5435, 5446, 5447, 5474, 3476, 3478,

EPMs: 9916, 11637, 11669, 11670, 11672,
TTT77. 12589, 13331, 13739, 14112, 14149

The Company’s longer term objective is to build

a pertfolio of Rovalty Tenements over agtive

production eenters (such as the Reetway

tencments) in order to ereate a royalty cash flow

to fund future exploration activitjes.
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CORPORATE GOVERNANCE STATEMENT

This statement outlines the majn corporate governance practices that have been revised and updated, and
in place since the 1st of July 2005, These corporate governance practices comply with the NSX
Corporate Governance Council recommendations unless otherwise stated.

BOARD OF DIRECTORS
Role of the Board

The Board is responsible for ensuring that the Company is managed in a manner which protects and
enhances the interests of its shareholders and takes into account the interests of al] stakeholders. To
fulfil this role, the Board is responsible for setting the strategic directions for the Company, establishing
goals for management, monitoring the achievement of these goals and ensuring polivies and procedures
are applied that fagilitate accountability and performance,

Because of the |imited size of the Company and its financial affairs and operations, the use of scparate
committees of the Board of Directors js not considered generalty appropriate. All matters that might
properly be dealt with by such committees are currently dealt with by the full Board of Directors.
Decisions of the Board are, to the extent practicable, unanimous. There were no oecasions during the
year when decisions were not unanimous,

Composition of the Boarg

The names and details of the Directors of the Company in office at the date of this Statement are sel out
in the Directors’ Report.

The composition of the Board is determined using the following principles:

= Persons nominated as Non-Exceutive Directors shall be cxpected to have skills, experience and
expertise of benefit to the Company and 10 bring an indcpendent view to the Board's
deliberations, Persons nominated as Executive Directors must be of sufficient stature and
security of employment to uxpress independent views on any matter.

*  The Chairperson should ideally be nonsexecutive and independent and be elected by the Board
based on his/her suitability for the position. Currently the Chairperson is 2 Non-Executive
Director. The Board believes that this Chairperson is able and does bring quality and
independent judgment to all refevant issues falling within the scope of the role of a
Chairperson,

*  All Non-Executive Directors are expected voluntarily to review their membership of the Board
from time-to-time taking into account length of service, age. qualifications and expertise
relevant to the Company’s then current policy and programme, together with the othar eriteria
considered desirable for composition of a balanced Board and the overall interests of the
Company,

*  Under the Company's Constitution, the minimum aumber of Directors is three, At each Annual
General Mecting, one third of the Directors (excluding the Managing Director) must restgn,
with Directors resigning by rotation based on the date of their appointment. Directors resigning
by rotation may offer themselves for re-glection,

*  The Directors may appoint a Managing Director for a fixed term not exceeding five (5) years
(Article71(a)) unless otherwise approved by members in General Mueeting,

= The remuneration of a Managing Director shall not excesd 15 times average weekly Earnings
of Employees (AWE) (Article 6.5 (e)).

= The Chairperson and Deputy Chairperson hold office until otherwise determined by Directors,
or until they cease to be Directors but in any case for a period not exceeding five (5) vears
(Article 9.6(a)) unless otherwise approved by members in General Meeting.

# 18/ 48
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The Company considers that the Board should have at least three Directars {minimum required under
the Company's constitution) and strives to have a majerity of independent Directors but acknowledges
that this may not be possible at all times due to the size of the Company. Currently the Board has three
Directors, including two non-executive directors of whom one is the Chairman,

The number of Directors is maintained at a leve! which will enable effective spreading of workload and
efficient decision making.

The Board has aceepted the following definition of an Independent Director:

“An Independent Director is a Director who is not a member of management (a Non-Executjve
Directory and who:

L. is not a substantial sharehotder of the Company or an officer of, or otherwise associated,
directly or indirectly with, a substantial shareholder of the Company:

2. has not within the last three years been employed in an executive capacity by the Company or
another group member, or been a Director after ceasing to hold any such employment;
3. is not a principal of a professional adviser to the Company or another group member;

4. is not a significant consultant, supplier or customer of the Company ar other group member, or
an officer of or otherwise associated, directly or indirectly with, a significant consultant,
supplier or customer;

3. has no significant contractual relationship with the Compary or another group member other
than as a Director of the Company;

6. has not served on the Board for a period which could, or could reasonably be perceived to,
materiatly interfere with the Director’s ability to act in the best interests of the Company; and

7. is free from any interest and any business or other relationship which could, or could
reasonably be perceived to materially interfere with, the Director’s ability to act in the best
interests of the Company.”

The Compary considers a significant sonsultant, supplier or customer to be material if the total of their
annual invoices amounts to mere than 5% of the Company's total expenditure in that category,

The composition of the Board is reviewed on an annual basis to ensure the Board has the appropriate
mix of expertise and expericnce, Where g vacancy exists, through whatever cause, or where |t is
considercd that the Board would benefit from the services of a new Director with particular skills, the
Board determines the selection eriteria for the position based on the skills deemed necessary for the
Board to best carry out its responsibilities and then appeints the most suitable candidate who must stand
for election at the next general meeting of sharsholders.

Performance of Directors

The performance of all Directors and the Board as a whole i reviewed anpually in accordance with the
Company’s corporate governance suidelines (effective | July 2005).

Conflict of Interest

In accordance with the Corporations Act 2001 and the Company's constitution, Directors must keep the
Board advised, on an ongoing basis, of any interest that could potentially conflict with those of the
Company, Where the Board believes a significant conflict exists, the Director concerned does not
receive the relevant Board papers and is not present at the Board mecting whilst the item is considered,
Details of Director’s related entity transactions with the Company are set out in the related parties note
in the financial statements, ‘
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Independent Professional Advice and Access to Company Information

Each Director has the right of access to all relevant Company information and to the Company’s
executives and, subject to prior consultation with the Chairperson, may seck independent professional
advice at the Company’s expense. A copy of advice received by the Director is made available to all
other members of the Board.

Remuneration Report

The Board of Dircetors maintains remuneration policies which are aimed at attracting and retaining a
motivated workforce and management team. The intention is to mateh the outcomes from the
remuneration system with the performance of the Company and ultimately the value recejved by our
shareholders on a long-term basis.

Asg an overall policy, the Company will remaunerate in such a way that it;

* motivates Directors and management to pursue the long-term growth and suecess of the
Cornpany; and

*  demonstrates a clear relationship between key executive performance and remuneration,

Full details of Directors” and specified executives’ remuneration are set out in the Directors’ Report and
in the Dircetors' and Executives' Disclosures nate in the financial statements.

Due to the limited size of the Company and of its operations and financial affairs, the use of a separate
remuneration committee is not considered appropriate for Pegmont,

Mon-Executive Directors' fees are paid within an aggregate limit which is approved by the shareholders
from time to time, which s currently set at $100,000.

Board Procedures and Policies
The Board applies the additional following procedures and policies:

The Board promotes ethical and responsible decision making by applying a corporate code of conduct
which provides a framewerk for decisions and actions in relation to ethical conduct in employment, The
Board sets guidelines for buying and selling securities in the company.

The Board safeguards the integrity in financial reporting by requiring the Chief Executive Officer and
Chief Financial Officer (or equivalent) to make a statement (at the relevant times) that the Company s
financial systems are founded on a system of risk management and internal compliance and control
which implements the policies adopted by the board and the company’s risk management and interna)
compliance and control systems is operating efficiently and effectively in all material respect,

The Board ensures the company makes timely and balanced disclosure by adopting a continuous
disclosure policy.

The Board respects the rights of shareholders by adopting a shareholder communications strategy which
aims 1o cnsure that shareholders are informed of all major developments affecting the Company’s state
of affairs. The Board requests the external auditor to attend alt annual general meetings of the company,
to answer sharehelder questions about the conduct of the audit and the preparation and content of the
audjtor’s report,

The Board determines the Company’s ‘risk profile’ and is responsible for overseeing and approving risk
management strategy and policies, internal compliance and interna) control.,
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Directors® Report

The Directors™ present their report on the results of the Company for the year ended 31 December, 2009
and the state of affairs at that date,

Directors

The names of the Directors in office at the date of this report are:
Mr John M Armstrong Non-Executive Chariman

Mr fan N § Sloan Non-Executive Director

Mr Maicolm A Mayger Managing Director

Frineipal Activity
The principal-activities of the Company in the course of the year were mineral exploration and resource
inyestment,

Operating Results
The conselidated loss after providing for income tax and eliminating minority equity interests amounted
to $1,369,408 (2009- profit £1.686.801),

Dividends
No dividend was paid during the year (2009-3255,809).

Review of Gperations
Information on the operations of the company during the year and the results of those operations are set
out in the section titled “Review of Operations™ in this Annual Report.

Significant Changes in the State of Affajrs

There were no significant changes in the state of affairs of the Company that oecurred during the
financial year, other than a decrease in the stock market which has degreaged the carrying value of the
Compary's share portfolio. A provision write back of $2.578,196 was made at year end,

Matters Subsequent to the end of the Financal Year

No matters or circumstances have arisen since the end of the financial year which significantly affected
or may significantly affect the operations of the Company, the results of those operations, or the state of
affairs of the Company in financial years subsequent to the financial year ended 31 December 2010,
other than the announcement by the Company of an intende Capital Raising programme in 201 [

Options over Unissued Capital
The total number of options issued as at 3| December 2010 was NiL (2009-NIL). At 31 December 2010
there were no unissued shares under option,

Environmental Issues

The Company is subject to performance bonds for the rehabilitation of mining tenement, These
performance bonds are required by the Mines Department to ensure that rehabilitation occurs as required
under environmental regulation. Surface disturbance has been restored. There were no environmental
incidents during the year, Occupational Mealth and Safety requirements were met through the
development of an emergency plan, the provision of formal training 1o Pegmont contractors, toolbox
meetings, site ingpections and resord keeping. There were no reportable incidents during 2019,
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Aunditors’ Section 307C Declaration
The Directors

In accordance with Section 307C of the Corporations Act 2001 (the “Act™) | hereby declare that to the
best of my knowledge and belief there have been;

i nocontraventions of the auditor independence requirements of the Act in relation 1o the review
of the 31 December 2010 financial repert; angd

ii.  nocontraventions of any applicable code of professional condugt in relation to the review.

Frank Vrachas
Lead Auditor

Meeting of Directors

During the financial year, 5 meetings of directors were formally held. The number of meetings aftended
by each director during the year is as follows:

Mr John M Armstrong 5
Mrlan N § Sloan 5
Mr Malcolm A Mayger 5

In addition to thege meetings, the non-executives directors are continuously updated on current
activities,

Directors® Qualifications and Experience

ARMSTRONG, John M. {(Mon-Executive Chairman). BSe, MBA, Flin, PAICD

Mr Armstrong, aged 75 is 7 professional company dircctor with over 40 YRArs experience in investment
banking and resource finance at senior management and director levels,

MAYGER, Malcolm A, {Executive Managing Director) BCom, CA, FAICD

Mr Mayger, aged 71 has over 40 years experience [n exploration, mining and investment, Majcolm
Mayger founded the company in 1987 and has pulded its subsequent development from congept to an
explorer with investment interegts,

SLOAN, Ian N. 8. (Non- Execitive Director) B. Tech (Mech,) MAICD.

Ian Sloan, age 67, is an Engineer with extensive mining and industrial experience, He is a director of
Hill End Gold Ltd.

19
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Directors® and Executives’ Emoluments

Since the end of the previous financial year, no Diregtor has received or become entitled to receive a
benefit (other than a benefit included in the aggregate amount of emoluments received or due and
receivable by Directors shown in the accounts orreccived as the fixed salary of a fill-time employec of
the Company) by reasen of a contract made by the Company or by a related corporation with the
Director or with a firm of which he is a member, or with a company in which he hag a substantial
financial interest other than:

a)  Consulting fees paid to Malcolm A Mayger Pty Lid, an entity of which Mr Malcolm Mayger is
a Director and shareholder,

b} Consulting fees paid 1o Armstrong Assoclates Pty Limited, an entity of which Mr John
Armstrong is a Director and shareholder,

¢} Consulting fees paid to The Pitt Street Trust of which Mr lan Sloan is a Director and
beneficiary,

d)  Consulting fees paid to Fonlic Accounting & Investments Pty Limited, an entity of which Mr
Chris Leslie is a Director and sharcholder,

The Company’s remuncration policy is disclosed in the Corporate Governange Statement proceeding
this report,

Details of the nature and amount of each payment to each director and each of the officers of the
company receiving emoluments are set out in the following tables,

Name Service Fees for Total Options issued
Current year Remuneration
b §
M Mayger Exceutive 165, 000 163,000 NIL
Managing
Dircctor
J Armstrong Non-Executive 50, 000 50,000 NIL
Chairman
| Sloan MNaon-Executive 20,000 20,000 NIL
Director
P:D Leslie Company 120,000 120,000 NIL
Sccretary
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Directors” Interest in the Share

Capital of the Company as at the date of this report,

Sharey Acquired Shares
at 3171272009 during the al 311212010
year

IM Armstrong Direct - 75.000 75,000
Indirget 730.000 (75,000 675.000
INS Sloan Indirect 30,000 - 50,000
MA Mayger Direct 300,000 - 300.000
Indirgct* 30.719.045 - 30,719,045
31,419,045 - 31,819,045

Sharcholdings since 31/12/20 10 have not changed to the d

*Includes Pegasus |

merprises Ltd in which MA Mayger is

Signed at Sydncy in accordance with a resolution of Directors.

(o Ulin

Malcolin A Mayger

Dated 18 March 201 |

LR

ate of his report,

a controlling sharcholder,
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Pegmont Mines Limited

Directors' Declaration

The directors declare that the attached financial statements and notes:

4) comply wi th Acco unting Standards, t he ¢ orporations R eaulations 2001 an d other m andatory pr ofessional rep orting
requirements; and

B)  giveatueand fair view ofthe Co mpany's and con trolled entities' financial position as at 3 1 Decem ber 2010 and ofth eir
performance, as represented by the results of their operations and their cash flows, for the financial year ended on that date,

In the directors' opinian:

a) the financial statements and notes are in accordance with the Corporations Act; and

b) there are reasonable grounds to believe that th e co mpany will be able to pay its deb ts as and  when th ey become d ue and
payable.

The directors have been given the declarations by the chief cxecutive officer and chief financial officer required by section 295A of
the Corporations Act 2001,

This declaration is made in accordance with 2 resolution of the Directors.
MA Mayyper .

Director
Sydney, 18 March 2611

L
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Pegmont Mines Limited

FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 201 0

Income Statement
For The Year Ended 31 December 2010

Consolidated Parent entity
Note 2010 2009 2010 2009
3 5 5 ]
Revenue from continuing operations
Gross revenue from share trading 18,659,561 20,939,508 17,428,382 16,155,593
Cost of sales 20,992,870 18,833,719 19,634,850 14,423,638
Revenue from sale of shareg (2,333,309 2,105,879 (2,206,468) 1,731,955
Write back of provision for shares 2,578,196 246,065 2,465,199 1,058,334
Net trading profit after provisions 244,887 3,051,944 258,731 2,790,289
Interest received or due and receiva  ble from
other Corporations 65,355 20,528 65,355 26,528
Dividends recejved 14,402 24,378 14,402 19,578
Other revenue 17,208 7,828 17,298 7,528
341,942 3,110,678 355,786 2.844,523
Expenses from continuing operations
Audit fees (24,000) {26,100) (24,000) (26,100)
Directors faes (235,000) (235,000) (235,000) (235,000)
Exploration written off (1,106.894) (806,490) (1,106,894) (806,490)
Impairment for subsidiaries “ - ‘ {13,844) 206,155
Stock exchange fees (9.522) (3,406) (9.522) (8,406)
Share registry fees (8,674) (8,309 (8,674) (3,309
Secretarial & office expenses (188,311 (202,012) (188.311) (202,012)
Supsrannuation (T4,661) (14,107) (14,061) (14,197
Other expenscs from ordinary activities {124,288) (123.361) {124.288) (123,363)
(1.711.350) (1,423.787) (1,725.194) 1,157,632
Profit belore income tax {1,369,408) 1,686,891 (1,369,408) 1,686,891
Income tax attributable 2 - - - -
Profit attributable to members of Peginont -
Mines Litd (1,369.408) 1.686,891 (1.369,408) 1,686,891
Earnings per share for profit attributable to the .
ordinary equity holders of the Company: 19 (30.027) $0.033 (80.027) 50.033

The above income statement should be read in conjunction with the accompanying notes,
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Pegmont Mines Limited

T0:00248291556

;02843735899

# 27/ 43

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2010

Balance Sheet
As At 31 December 2010

Current Assets

Receivables
Avallable for sale financial assets
Cash and cash equivalents

Total Current Assets

Non-Carrent Assets
Held-to-Maturity Investments
Property, Plant & Equipment
Mineral Tenements

Total Non-Current Assets
Total Assets

Current Liabilities
Payables

Total Liabilities
Net Assets

Equity
Contributed equity
Resarves
Retained profits

Total parent entity interest
Outside equity interests in controlled
entities

Total Equity

Note

L Ny ]

=1 cn

10
11
11

Consolidated

Parcat entity

2010 2009 2010 2009
8 $ $ $

150,219 130,105 149,120 129,577

1,872,308 4,289,971 1,621,784 3,763,917

2.149.474 1014329 2,149,472 1,014,327

4,172,091 5,434,405 3,920,376 4,907,821

- - 251,715 526,584

114,416 176,150 114,416 176,150

3,595,425 3,595,425 3,595,425 3,395,425

3,709.841 3.771.575 3,961,556 4,298,159

7,881,932 9,205,980 7,881,932 9,205,980

47,405 27,245 47,405 27,245

47,405 27.245 47405 27,245
7834527 " 0.178,735 7834527 0178735

2,900,386 2,875,187 2,910,386 2,875,187

4,556,193 4,556,193 4,556,193 4,556,193

432,215 1,801.622 377,948 1.747.356

7,888,794 9,233,002 7,834,527 9,178,735

54267 54,267 - A

___ 7834527 9.178,735 7,834,527 9,178.735

The above balanee sheet should be read in conjunction with the accompanying notes,
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Pegmont Mines Limited

To:002432581556

;0284373598

# 28/ 48

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2010

Statement of Changes in Equity

For the year ended 31 December 2010

Total equity at the beginning of the
financizal yenr

Consolidated

Parent entity

Tatal recognised income and expense for
the year

Transactions with equity holders in their
capacity as equity holders:

Dividend paid during the year

Shares issued- note 10

Total equity at the end of the firancial
year

Total recognised income and expense for
the year is attributable to;

Members of Pegmont Mines Ltd
Minority interests

2010 2009 2010 2009
5 $ $ $

9,178,735 7,725,653 9,178,735 7,725,653
{1,369,408) 1,686,891 (1,369,408) 1,686.89]
- (255,809) . (255,809)

25,200 22,000 25,200 22,000
7.834.527 9,178,735 7,834,527 9,178,735
(1,369,408) 1,686,891 (1,369,408) 1,686,391
(1,369,408) 1,686,801 (1.369,408) 1,686,891

The above statement of changes in equity should be read in conjunction with the aCCOMpanying notes,

a8
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Pegmont Mines Limited

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3t DECEMEER 2010

Cash Flow Statement

For The Year Ended 31 December 2010

Consolidated Parent entity
2010 2009 2010 2009
Note b ] s 5
Cash i"lows from Operating Activities
Cash receipts in the course of operations 97,053 2,164,613 97,055 1,786,189
Cash payments in the course of operations (2,869,230 (549,111 (2.869.239) (549,111
Net cash from operating activities 17 (2.772,184) [.615,502 (2,465.683) 1,237,078
Cash Flows from Investing Activities
Purchase of plant, property & cquipment (6.452) - {0,452) “
Payments for investment securities 4,995,429 (340,5406) 4,688,407 71,805
Exploration expenditure (1.106,894) (306,490) (1,106,894) {806,490)
Exploration acquisition - {145,425) - (145.425%)
Net cash provided for investing nctivities 3,882,083 (1,282,461} 3.573,061 (§80,110)
Cash Flows from Financing Activities
Inerease in creditors 20,160 0,761 20,160 9,761
Increase/ decrease in debtors {(20,114) 305,799 (19,593) 271,863
Dividend paid - (255,809) - (255,80m)
Share jssue 25.200 22,000 25,200 22,000
Net cash flow from financing activities 25.246 81,751 25,767 47.815
Net inerease (decrease) in cash and cash
equivalents 1,135,145 404,792 1,135,145 404,792
Cash and cash equivalents at the beginning of the
financial year 1,014,329 604,537 1.014,327 609,535
Cash and cash equivalents at the end of the
financial year 16 2,149,474 1.014.329 2,149,472 1,014,327

The sccompanying notes form part of these financial statements
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Pegmont Mines Limited

Notes to the Financial Statements
For The Year Ended 31 December 2010

IR Staternent of Significant Accounting Policias
The principal accounting policies adopted in the preparation of the financial report are set out below,
These policies have been consistently applied to all the years presented, unless otherwise stated. The financial report includes
separate fi naneial state ments fo r Pep moat Min es Ltd {“the Company™ as an individual en tity an < th e co nsolidated en tity
consisting of Pegmont Mines Ltd and its subsidiaries.

a)  Basis of prepuaration

This ge neral purpose fi nancial report ha s been' prepared in accordanc e with th & Corporations Act 2001, Austral ian

Accounting Standards and Interpretations and complies with other requirements of the law,

All amounts are presented in Australjan dollars, unless otherwise noted.

Compliance with RSy

Australian Accounting Standards include Australian equivalents to Internationa! Financial Reporting Standards (IFRSs),

Compliance with AIFRSs ensu res that the consolidated fi nancial statemen ts and notes o fPeg mont Mines Ltd comply

with IFRSs,

Historigald cost convention

These fi nancial state ments have bee p pre pared under the hi storical co st, Costis b ased on th efairv alues ofth ¢

consideration given in exchange for assets.

b)  Consolidation

The consolidated financial statements incorporate the assets and liabilities of all entities controlled by Pegmont Mines Lid

("the Company"} as at 31 December 2010 and the resutlts o Fall con trolled entities for the year then ended, Control s

achieved where the Company has the power & gavern the financial and operating policies o fan entity 50 ag to obtain

benefits from its activities, Pegmont Mines Lid and jts co ntrolled entities are referred to in this financial report as th e

Group or the consolidated entity.

The effects of all intercompany transactions. balances and unrealised gaing on transactions between entities in the Group

are eliminated in full,

Outside equity interests in the results and equity of controlled entities are shown separately in the consolidated profit and

loss account and balance shect respectively,

Where control of an entity is o btained during a financial year, its resu Its are included in the consolidated profit and |oss

account from the date on which control commences, Where control of an entity ceases during a financial year its res ults

are included for that part of the year during which control exists, :
¢) Income Tax

The income tax ex pense or revenue for the yearis the tax payable on the current year's taxable i ncome based o n the

national income tax rate, adju sted by changes in deferred tax assets an d lab lities att butabic to temporary differences

and to enused tax losscs.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases

of assets and liabilities and their cartying amounts in the financial statements. Deferred income tax is determined using tax

rates (and laws) that have been e nacted or substantially accepted by t he balance sheet date and are expected to apply
when the related deferred income tax asset is realised or the deferred income tax liability is settled,

Deferred tax assets arc reco gnised for deduetible temporary differences and unuged tax |osses only if it is probable that

future taxable amounts will be available to utilise those temporary differences and losses,

Deferred tax asscts and liab ilities are offset when th ere is aleg ally en forceable right to offset cu rrent tax assets an

liabilities and when the deferred tax balances relate ta th e same taxation authority, Current tax assets and liabilities arc

offsct where the entity has a legally enforceable right to offset and intends gjther 1o scttle on & net basis. or 1o realise the
asset and settle the liability simultansously,

Current and deferred tax balances attribu table t0 amounts reco gnised directly in equity are also recognised directly in

equity.

d)  Goods and Serviees Tax (GST)

Revenues, expenses and assets ave recognised net of the amount of GST exoept:

*  where the GST incurred on a purchase of goods and services is not recoverable from the taxation agthority. in which
case the GST is recognised as part of the cost of agquisition of the assct or as part of the expense item as applicable;
and

= receivables and payables are stated with the amount of GST included.
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Pegmont Mines Limited

Notes to the Financial Statements
For The Year Ended 31 December 2010

L. Statement of Accounting Policies {Continued)

d}  Goods and Services Tax (GST) (continued)
The net am ount of GST rec overable from , or payable to, the taxation  authority is include d as part of receivables or
payables in the Balance Sheet,
Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows arising
from investing and financing activities, which is recoy crable from, or payabie to, the taxation authority, are classified a5
operating cash flows.
Commitments and contingencics are disclosed net of the amount of G$T recoverable from., or payable to, the taxation
authority.

¢}  Segment Reporting
A business segment is a group of assets and operations engaged in providing products o services that are subject to risks
and returns that are di fferent to those of other bu siness sezments. A geographical segment i s engaged in p roviding
products or services within a particular economic environment and is subject to risks and returns that arc different from
those of segments operation in other econemic environments,

f)  Revenue Recognition
Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net o £
returns, trade allowances and amounts collected on behalf of third parties.
Interest income is recognised on a time proportionate basis that takes into account the effective yield on the financial assct,

2) Rayaities and other mining imposts )
Ad valorem ro yaities an d oth er m ining i mpasts are ac crued and ch arged ag ainst earn ings when the liab ility fro m
production or safe of the mi neral crystallises. Profit based royalties are accrue d on a basis whiv h matches the annual
royalty expense with the profits on which the royalties arc assessed (after allowing for permanent differences),

h)  Cash and cash equivalents
For cash flow statement presentation purposes, cash and cash equivalents includs cash on hand and deposits held at call
with financial institutions, other short-term, highly liquid investments with original maturities of three months or less that
are readily convertible to known amounts of cash and which are subject to an insignificant rigk of changes in value,

i) Trade and Other Receivables
Trade a nd ot her receiva bles are reo ognised initially at £ air value and subseque ntly measured at a mortised cost, less
provision for doubtful debts, Trade receivables are due for seltlement no more than 30 days from the date of rec ognition,
Coltectibility of trade receivables is reviewed on an ongeing basis, Debts which are known to be uncollectible are written
off. A provision for doubtful debts is estab lished when there s objective evidence that the Company will not be able to
collect all am ounts due agcording to the original terms of receivabies, The amount of the prov ision is recognised in the
income statement.

1} Fair Value Estimation .
The fair value o f fi nancial assets and  finarcial link ilities m ust be estimated for reco gnition and measurement o r for
disclosure purposes,
The carrying value, less impairment provision, of trade receivables and payables are a ssumed to approxim ate their fair
values due to their short term nature.

k) Plant and Equipment
Plant and equipment is stated at historical cost [ess depreciation. Drepreciation is caleulated on a straight line basis so as
to write off the net cost of each asset during their cxpected useful [ife of 3 to 5 years,

1) Investments and Other Financial Assets
The Group clagsifies Its investments in the following categories: loan and receivables, hald-te-maturity investments, and
available-for-sale fi nancial a ssets. T he ¢} assification depends on the nature and purpose o f t he fi nancial asset and |
determined at the time of initial recognition, This designation is re-evaluated at sach reporting date,
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Pegmont Mines Limited

Notes to the Financial Statements
For The Year Ended 31 December 2010

I Statement of Accounting Policies (Continued)

m} Impairment of assets
Assets are reviewed for impair ment at each reporting date or whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable, An im pairment loss is recognised for t he amount by which the asset °s carrying
amount exceeds its recoverable amount, The recoverable amount is the higher of an assct ’s fair value less costs to sell and
value in use, For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash i nflows which are | argely independent of the cash i nflows from ot her assets or groups of asscts (cash-
generating units).

Non finanacial assets, other than gooadwill, that sufferred an impairment are reviewed for possible reversal of the impairment
at each reporting date.

Goodwill and intangible assets that have an  idefinite useful life ar e not subject to amortisation and are tes ted annually for
impairment, or more frequently if events ar changes in circumstances indicate that they might be impaired,

n)  Trade Payables
These amounts represent linbiiities for goods and servi cos provided to the Company prior to the end of the fi nanejal year
which are unpaid. These amounts are unsecured and are usually paid within 30 days of recosnition.

o)  Provisions
Provisions are recognised when the Company has a present obligation and it is probable that an outflow of resourees will be
required to settle the obligation and the amount has been reliably estimated.

P} Exploration expenditure
Expenditure on acquisition of tenements relating 10 an area of interest is carried forward where rights to tenure of the arca
of interest are current anct:
1) the area has demonstratabe cconomic grade, mineralisation: or
i) exploration and evaluati oo activities are continui ng in a n area of intere st but ha ve not yet reached a stage whic h

permits a reasonable assessment of the existence or otherwisc of economically recoverable reserves.

iii) Exploration expenditure is written off in the year during which it 15 incurred.
At certain milestones during the course of the evaluation of a project the carrying value is reviewed to a fair value, taking
into aceount the likelyhood of commercialisation and additional costs likely 1o be incurred to reach that stage, The [ast
assessmunt of the carrying valug of the Pegmont mining leases oceurred in year 2000. Since then, a considerable amount
of drilling has been undertaken which has led to the calculation of a maiden JORC compliant Resource in Febryary 201,
Based on this information a review of the carrying value will be undertaken,

At the end of each financial year the Directors assess the carrying value of the acquisition expenditure carried forward in
respect of each area of interest and where the carried forward carrying value is considered to be in excess of (i} above, the
value of the area of interest is written down,

Capitalised acq uisition exp enditure ig co nsidered for imp airment b ased upo n areas of  nterest on an  an nual b asis,

depending on the existence of impairment indicators including:

*  the period for which the Company has the rightto explore in the specific area has explred during the period or will
expire in the near future, and is not expected to be renewed, ‘

*  substantive expenditure on further exploration for and evaluation of mineral resources in the specific area is nither
budgeted or planned;

= exploration f or an d eval uation of m ineral reso urces | nt he speci fic area ha ve notledt ot he discovery o f
commercially viable quantities of mineral resources and the Company has decided to discontinue such activities in
the specific area; and

»  sufficient data exists to ind icate that, although a development in the specific area is i kely to proceed, the carrying
amount of the exploration and evaluation asset is unlikely to ba recovered in full from successful developmeant or by
sale. :

Costs carried forward in respect of an arez of interest that is abandoned are written off in the year in which the decision to

abandon is made,
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Pegmont Mines Limited

Notes to the Financial Statements
For The Year Ended 31 December 2010

1. Statement of Accounting Policies {Continued)

q)  Mineral Tenements
The Co mpany's activ ities in th e min ing i nheustry are su bject to repu lations and ap provals in cluding mining h eritage,
environmental regu lation, the i mplications o f'th e High Court of Australia d ecision in what Is known gencrally as the
"Mabo" case and any State or Federal legislation regarding native and mining titles. Approvals, although granted in most
cases, are discretionary. The question of nativ e title h as yet 10 be determined and cou d effect an y mining title area
whether granted by the State or not,

r}  Employee bencfits
Wages and safaries, annual leave and sick leave
Liabilities for wages and salaries, including non-monetary benefits, annual leave and aceumulating sick leave expecled to
be settled within 12 months of the repo rting date are reco gnised in cred itors and borrowings in respect o f em ployees’
services up to the reporting date and are m easured at the amounts expected (o be paid when the liabi lities are settled,
Liabilities for non-accum ulating sick leave are recoghised when the leave is taken and m easured at the rates pai d or
payable,
Long service feqve
The liability for long service leave expected to be settled within 12 mo nths of th ¢ reporting date is recog nised in th ¢
provision for em ployee benefits and is measured in accordance with wages and salaries ab ove. Th ¢ Hability for lon g
serviee leav e expeoted to be settled more than 12 months fro m th & reporting date is recopn fsed in the provision for
employce benefits only where there is a reasonable expectation that o llability will be Incurred.
Superanmation
The am ounts charged t o t he st atement of fi nancial per formance o r s uperannuation rep resents t he cont ributions t o
superannuation funds in accordance with the Statutory supsrannuation contributions requirements or an em ployee salary
sacrifice arrangement. No liability exists for any further contributions by the Company in respect to any superannuation
scheme,
Redunduncy
The liability for redundancy is provided in accordance with work place agreements.

$)  Contributed Equity
Ordinary shares are classified as equity. .
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceads.

1) Earnings per share
Basic carni ngs per s hare i s determined by di viding the ope rating p rofit aft er i ncome t ax at tributable to m embers o f
Pegmont Mines Ltd by the weighted average number of ordinary shares cutstanding during the year,

u)  Share based payments
Where shares or options are issued tg employees, including dircctors, as remuneration for services, the difference between
fair value of the shares or options issued and the consideration received, if any, from the employet is expensed. The fair
valug of the shares or options issued is recorded in contributed equity. No options were issued during the vear.
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Pegmont Mines Limited

Notes to the Financial Statements
For The Year Ended 31 December 2010

I Stavement of Acceunting Policies {Continued)

v, Critical accounting estimates & judgemonts
In preparing this Financial R cport the Company has been re quired t¢ make certain estimates and assumptions woncerning
future oecurrences. There is an inherent rigk that the resulting aceounting estimates will not equate exactly with actual events
and results.

1) Significant accounting judgements

In the process of applying the Group's accounting policies. management has made the fol towing judgements, apart from
those Invelving estimations, which have the most significant effect on the amounts recognised in the financial statements;
Exploration and evaluation expenditurs is written off during the year in which it is incurred,

ii)  Significant accounting estimates and assumptions
The earrying amounts of certain assets and labilitics are often determined based on estimates and assumprions of future
events. The key estimates and ass umptions that have a significant risk of causing a m aterial adjustment to th e carrying
amounts of certain assets and liabilities within the next annual reporting period are:
Impairment of capitalised acquisition expendityre
The future recoverability o f eapitalised explo ration and ev aluation expenditure is dependent on an number o f factors,
including whether the Company decides to exploit the related [cage itself, or, if not. whether it successfully recovers the
related exploration and evaluation asset through sale,
Factors that co uld im pact th e future recov erability in clude the lev el of reserves and resources, fu ture techne logical
changes, costs o f drilling and produ ction, production rates. future leg al ch anges (i ncluding ch anges to env ironmental
restoration obligations) and changes to commodity prices,
As at 3] December 2010, the carrying value of mineral tenaments of the group is 33,595,425 (2009-53,595,4235)

il
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Pegmont Mines Limited

Consolidated Parent entity
2010 2009 2019 2009
3 5 § 5
2. Income Tax Expense
a)  Income tax expense
Current tax - - - -
Defe rred tax - - - -
b) Nu merical reconciliation o fincome tax ex pense to
prima fagic tax payable
Profit fro m ¢ ontinuing op crations before in come tax (1,369,408) 1,036,891 (1,369,408) 1,686,891
expense
Prima facic tay payable at 30 % - 506,067 - 506,067
Timing and permanent differences - (506,067) - (506,067)
Income tax/(refund) attributable to operating profit - - “ .
3. Trade and other Receivables (Cu rrent)
DME security deposits 25,017 35,460 15,017 35,460
Other debtors 68,955 43,913 67,856 43,385
GST control account 49,910 37,120 42,910 37,126
Pre payments 6,337 13,606 6,337 13,606
! 150,219 130,105 149,120 129,577
4, Available for sale financial assets {Current)
Quoted Sharcs 1,872,308 4,289,971 1,621,784 3,763,917
Unlisted Investments — at fair value - - - -
Closing balance at 31 December 1,872,398 4,289,971 1.621,784 3,763,917
5, Cash and cash cquivalents {Current)
Cash at bank and on hand 58,827 122,799 58,825 122,797
Cash on deposit 2,090,647 §91.530 2,090,647 891,530
2,149,474 1,014,329 2.149.472 1,014,327
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Pegmont Mines Limited

Notes to the Financial Statements
For The Year Ended 31 December 2010

Consolidated Parcat entity
20106 2009 2010 2009
g g 5 b
6. Held-to-Maturity Investments (Non-current)
Shares in controlled entities - - 199,361 199,361
Loans to (from) subsidiaries
Loan to subsidiary - - 206,967 467,992
Loan from subsidiary - - (50,332) (50,332)
Prevision for non-recovery - - (104,281) (90,437
At fair value 31 December 2010 - - 251,715 526,584
7. Property, Plant and Equipment
Property, plant & cquipment - at cost 347,386 340,933 347,386 340,933
Less: Accumulated depreciation (232,970) {104,783) (232,970 {164,783)
114.414 176,150 114.416 176,150
Reconciliation of carrying amount
Opening balance at | January 2010 176,150 244,336 176,150 244,336
Plant & equipment acquired during vear 6,452 . 0,452 -
Disposals - - - -
Depreciation during year (63,156) {68,186) {08,186) (68.186)
Closing balanee at 31 December 2010 114,416 176,150 114,416 176,150
8. Mineral Tenements
{Non-Current)
Pegmont Lead-Zing projuct at cost 893,807 893,807 893,807 893,207
Revaluation 2,106,193 1,106,193 2,106,193 2,106,193
At fair value 3,000,000 3,000,000 3,000,000 3,000,000
Pegmont regional exploration areas at fair value 350,000 350,000 350,000 350,000
Reefway Pty Lid royalty at fair value 100,006 100,000 100,000 100,000
New Hope project acquisition at cost 145,425 145,425 145423 145,425
3,595,425 3,505 425 3.505.425 3,395,425

The Pegmant regional exploration areas are adjacent to the Pegmont mining lcases with mineralisation spreading across
the tenement boundaries and are therefore regarded a3 being part of the same praject,

The Company's activities in the mining industry arc subj ect to regulations and approvals in cluding mining, heritage,
environmental regitlation, the implications of the High Court of Australia decisions in what js kre wn gencrally as the
"Mabo" and the "W ik" cases an d any State o r Fed eral leg islation regard ing native an d m ining titles. App rovals,
although granted in most cases, are discretionary. The question of native title has yet to be determined and could affect
any mining title area whether granted by the State or not.

"ad
Ve
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12(b} Directors and Dircctor-Related Entities® Sha reholdings
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The interests of Dircctors an d th eir Director related en tities in shares an d share options at th e end of the fi nancial period are as

follows:
Nume Balance at the Issued Purchased/(Sold/)  Balance as the end
start of the of the financial
financial period period

{1) Shares

IM Armstrong 750,000 - 750,000

MA Mayuer 31,019,045 - 31,019,045

IN Sloan 50,060 - 50,000
Total shares 31,319,045 - 31,819,045

Fgmlﬁﬁxrmf%nnm' cit nerennne| famnan

agtinn . i . . ] prmeee e
fidisciosures to the Directors’ ?{cpom The relevant information can be found in sections A-C of the remuneration report

within the Directors’ Report,

d) Related party transactions

Other than the transactions disclosed above there are no other transactions between related parties that require disclosure,

13, Segmental Information

The eeonomic entity operates predominantly in ane geographic location. The operations of the economic entity consist
of mining and exploration for gold and other minerals and investment within Australia

[4.  Remuneration Of Directors

Related party
Drirectors’ fees

Directors’ fees I™ Sloan

M Armstreng  Wormal ¢onimercial
Normal comrnercial

Consolidated Parent entity
2000, 2000, 2000, A9,
50,000 50,000 50,000 50,000
20,000 20,000 20,000 20,000
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15, Controlled Entities

Book value Equity Contribution to Group
Name Inc Class 2010 2009 2010 2009 2010 1009
) g % % 3 3
P Ibara Ventures Ltd NSW  Ord 19,359 19,359 1060 100 (13,844) 373,871
Queensland Copper Mines
Pty Ltd NEW  Opd 1 1 100 100 -
Kimberley Ventures Lid NEW  Ord 180.001 180,001 60 60 - -
199,361 199,361
Contribution te Group Profit (Loss) after
minorities
Parent =Peprmont Mines Lid (1,555,564)  1.313,020

(1,369,408) 1,686,891
Profit {loss) for year — group

Loans to (from} subsidiaries 156,635 417,660
Prov ision for loss (104,281) (90,437)
L T . [P SRR TS Y P R it Ayt Rl T EETIT
AU FALIL 2010 2009
b3 5 b b

16.  Reconciliation Of Cash
Cash as at the end of the financial year as shown in the Cash Flow Statement is reconciled to the related items in the balance
sheet as follows:

Cash at bank 58,827 122,799 58,825 122,797
Call deposits 2,090,647 891,530 2,090,647 891,530
2.149.474 1,014.329 2.149.472 1,014,327

Cash at bank bear a weighted average interest rate of 4.0%

I7. Reconciliation Of Net Cash Qutflow From Operating
Activities To Operating Loss After Income Tax

Operating Profit (Loss) (1,369,408) 1,680,391 {1,3609,408) 1,686,891

«  Depreciation provision 68,186 68,186 68,186 68,186
| o Y SRS o m ryme . e apm AL [
i Uirelilsed 1688 60 investments (2,578,196) (946,065) (2,465,199} (1,058,334)
Net cash provided for operating activities (2.772.224) 1,615.502 (2.645,683) 1.237.078

The Company has no credit standby or financing facitities in place other than disclosed on the statement of financig position.
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18.  Subscquent Events
No other matter or circumstance has arisen since 31 December 20 |0 that has or may significantly affect the operations of the

Company, the results of the Company, or the state of affa irs of the Co mpany in the financial year subsequent to the financial
year ended 31 December 2010,

19.  Earnings Per Share (eps)

Consolidated Parent entity
2010 2009 2010 2009
b g 3 5
(a)  Basic (loss) per share
(Loss) atfributable to the ordinary equity holders of the (1,369,408) 1,686,591 (1,369,408) 1,686,591
Company
ey L P TR T P e M T W A LT Ty S uu_-u‘i"I‘E‘T:. I'.lt:l ENTLES . o, v g arg \ gy TS Ny
Company
The wei ghted avera ge number of or dinary shares on 51,476,796 50,886,796 51,476,796 50,886,796

issue used in the ealeulation of basie carnings per share
The diluted earnings per share is not materially diffecent from the basic garnings per share,

20.  Financial Risk Management
The Company’s activities expose it to a varicty of finanecial risks.

Credit risk

The Company d oes not have any significant credit risk exposure toa single co unterparty or any group of coun terparties h aving
similar characteristics.

The car rying amount of financial asset s r ecorded i n t he fi nancial st atements. net o fany pr ovisiong for | osses, rep resents t he
Company’s maximum exposure to credit risk without taking account of the fair value of any collateral or othier security obtained.

Cash flow and fair value interest rate risk
Although the Company has significant i nterest bea ring as sets, the Com pany’s inc ome and operating cash flows are su bstantially
independent of changes in market interest rates. The Company monitors interest rates to obtain the best terms and mix of cash flow,

Interest rate risk

The Group’s ex posure to interest rate risk an d th e effectiv e weig hted average interest rale b y maturity periods is seto utin the
following tables

Fixed Maturity Date

Weighted Variable L.ess than lto2 Non- Total
Average Interest ¥ year Years interest
Effective Bearing,
Interest 5 3 8 §
Rate b
Yo
2010
Financial assets
Cash “ - - - 58,827 58,827
In terest bearing deposits 4,0 2,090,647 - - - 2,090,647
Receivables - - - - 150,219 150,219
2,090,647 - - 209,046 2,299,693
Financial liabilities
Accounts payable - - - 47,4905 47,405
- - - 47,405 47,405
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Ligruiclity risk

Prudent liq widity management in volves the maintenance o f su fficient cash. m arketable secur ities, co mumitted ered it facilities a pe
access {o capital markets. It is the policy of the board to ensure that the Group is able to meet its financial ubligations and maintain
the flexibility to pursue attractive investment opportunities through keeping committed credit lines available where possible, ensuring
the Group has sufficient working capital and preserving the 5% share issue Himit available to the Company under the NSXA Listing
Rules,

Financing arrangements
The Company has no financing facilitics available wo it

21, Auditors’ Remuneration

Consolidated Parent entity
2010 2009 2010 2009
3 3 3 )
Amount received or duc and receivable by the
auditor for:
al Audit services
Auditand review of financial rep orls under the 24,000 26,000 24,000 20,000
Corporations Act 2001
b) Non Audit services
Ineome tax return preparation - 500 - 500
Total remuneration of auditors 24,000 20,300 24,000 26,500

The auditor of the Company and its subsidiaries is Rothsay Chartered Accountants,

The Company has received netification from the Company's auditor that he satisfies the inde pendence criterion and that therc

have been no contraventions of the auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct in relation to the audit. The Company is satisfied that the non-audit scrvices provided is compatible with
the general standard of independence for auditors impoted by the Corporations Act 2001,

22, Expenditure Commitments
Mineral Tenement Leases
In order to maintain current rights of tenure to mining tenements, the Company will be required te outlay in 2081 amounts of
approximately $ 284,000 ( 2009 § 260.000) in res pect of tenement | case rent als a nd exploration ¢ xpenditures t o meet t he
minimum expenditure requirements of the various Mines Departments in Australia, These obligations will be fulfilled in the
normal course of operations.
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Level 1, 12 O'Connell Street, Sydney NSW 2000 G.RO, Box 2759, Sydney NSW 2001
Phone 8515 5400 Facsimile 8815 5401 E-mail swan2000@bigpond.com

INDEPENDENT AUDIT REFORT TO THE MEMEBERS OF
PEGMONT MINES LTD

We have audited the accompanying financial report of Pegmont Mines Lid (the Company™) which
comprises the statement of financial position as at 31 December 2010 and the statement of ¢comprehensive
income, statement of changes in equity and cash flow statement for the year ended on that date, a surmary
of significant accounting policies, other explanatory notes and the directors” declaration of the conselidated
entity comprising the company and the entities it controlled at the year's end or from time to time during the
year.

Directors Responsibility for the Financial Report

The Directors of the Company are responsible for the preparation and true and fair presentation of the
financial repart in accordance with the Australian Accounting Standards (including the Australian
Accounting Interpretutions) and the Corporations Aet 2001, This includes responsibility for the maintenance
of adequate aceounting records and internal controls that are designed to prevent and detect fraud and error,
and for the accounting policies and aceounting estimates inherent in the finaneial repert. The Directors are
ilso responsible for the remuneration disclosures contained in the directors” report.

Anditor's Responsibility

Qur responsibility is to cxpress an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with relevamt ethical requirements relating to audit engagemnents and plan and perform the audit to obtain
reasonable assurance as to whether the financial report is free of materinl misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report, The procedures selected depend on our judgement, including the assessment of the risks of
material misstatement of the financial report, whether du¢ to fraud or emror.  In making those risk
assessments, we consider internal controls relevant to the entity's preparation and fair presentation of the
financial report in order to design audit procedures thal are nppropriate to the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit also
includas evaluating the appropriateness of accounting policies used in and the reasonableness of accounting
estimates made by the directors as well as evaluating the overall presertation of the financial report and the
remuneration disclosures contained in the directors® report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit epinion.

Independence

We pre independent of the Company, and have met the independence requirernents of Australian
professionat ethical requirements and the Corporations Act 2001,

Ghisrtened Accoumtts

Linbility limited by the Accountantg Scheme, approved
under the Professional Stundards Act 1994 (NEW),
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Andit opinion

In our opinion the financial report of Pegmont Mines Ltd is in accordance with the Corporations Act 2001,
including:

a) (i) giving a true and fair view of the Company’s and the group's financial position as st 31 December
2010 and of their performance for the year ended on that date; and

(11) cormplying with Australian Accounting Standards (including the Australian Interpretations) and
the Corporations Regulations 2001; and

b)  the consolidated financial report also complies with International Finarcial Reporting Standards as
issued by the International Accounting Standards Board.

Report on the Remuperation Report

We have audited the remuneration report included in the Directors’ report for the year ended 31 December
2080, The directors of the company are responsible for the preparation and presentation of the
Remuneration Report in accordance with section 300A of the Corporations Act 2001, Qur responsibility is
to express an opinion on the Remuneration Report based on our audit conducted in accordance with
Australian Auditing Standards,

Auditor’s Opinion

In our opinion the Remuneration Report of Pegmont Mines Lid for the year ended 31 December 2010
complies with section 300A of the Corporations Act 2001,

Rothsay

Frank Vrachas
Partner Dated /8 March 2011

. iubility timited by the Accountants Scherms, approved
under the Professional Standards Act 1994 (NSW),
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SUPFPLEMENTARY INFORMATION

1. Issued Capital at 31 December 2010 51,476,796 Ordinary Shares Fully paid

2. Share Holdings at 10 March 2011

(a) Distribution of Shareholders

Number of Ordinary
Shareholding holders Shares
1-1000 1 1,000
1001-5000 1 5,000
5001 - 10,000 19 186,000
10,001 - 100,000 81 4,621,330
100,000 and over 40 46 663 466

142 51,476,796

(b) Names of Substantial Shareholders shown in the Company's Register holding 5% or more of the Issued Capital
of the Company are:

Shareholding Number of Shares % lssued Capital
Pegasus Enterprises Ltd 14,602,285 28.52
Malcolm A. Mayger Pty Limited 11,746,760 22.96

Malcoim A. Mayger Pty Limited and associates
(including Pegasus Erterprises Limited) 31,019,045 80.62

{¢) Interests associated with Malcoim A Mayger Pty Lid hald 31,012,043 (60.62%)
Ordinary fully paid shares.

41
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Directors’ Interests

Shares
J M Armstrong -
Direct 75,000
Indirect 875,000
I N & Sloan-
Indirect 50,000
M A Mayger—
Direct 300,000
Indirect" 30,719,045
Total Shares 31,819,045

*Includes Pepasus Eotetprises Limited

Top Twenty Shareholders at 10 March 2011

Number of % issued
Shares Capital
Pegasus Enterprises Ltd 14,592,285 28,35
Malcolm A Mayger Pty Lid 11,746,760 22.82
Lozora Pty Lid 1,985,000 3.86
Me Deonald Family S/F A/C 1,984,756 3.86
Malcolm A Mayger Superannuation Fund 1,100,000 2,14
Fitel Nominees Limited 1,100,000 2.14
Goldrim Investments Pty Ltd 1,100,600 2.14
P.& J Hutchins (PGH Super Fund) 1,000,000 1.94
Scepha Investments Pty Ltd 1,000,000 1.94
Mrs Betty Christine Steele 865,130 1.68
Mr 1 J Holland & Mrs D Holland 859,000 1.67
Bedel and Sowa Corp Pty Lid 850,000 1,65
Perpetual Trustee Company Lid 600,000 117
H Wallace-Smith and Co Pty Ltd 550,000 1.07
UBS Wealth Management Nominees F/L 500,000 0.97
Henroth Pty Ltd 500,000 0.97
Mr B McCubbing B MeCubbing Super Fund A/C 500,000 0.97
WHI Securities Pty Ltd { Crown Credit
Corporation A/C) 300,000 0.97
Martin Place Securities Staff Super Fund 450,285 0.87
Riomin Australia Gole Pty Ltd 400,000 0.78
42 183 216 £1.95
Other Shareholders 9,203,680 18.05

Total Issued Shares 51,476,726 100%
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Investor Summary

* Listed on the National Stock Exchange of Australia,
* Last sale price 10 cents.

* Market Capitalisation is $5.1 milion.

« Working Capital: $4.1 milion at 31 December 2010.

* Enterprise value of mineral tenements; $1.0 milion.

Exploration Strategy

* Focus is on the Mount Isa region:
* Host to world class base metal deposits.
= Extensively mineralised but under-explored.
» Large areas of outcrop geology.
* Exploration experience in Mt [sa region since 1991,
* Acquisition of prospects with demonstrated mineral potential.
* Drill ready targets to upgrade potential.
* Convert Mineralised Potential to Resource at Pegmont.

* Undertake preliminary metallurgical testwork.

- Sell advanced projects to mine operators for cash/shares and royalty.
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Notes
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CORPORATE INFORMATION

PEGMONT MINES LIMITED
AEBN 97 003 331 82

Registered Office

C-/- Walker Wayland Services P/L
Leve! 8, 55 Hunter Street

Sydney NSW 2000

Telephone: (02) 9951 5400
Facsimile: {02) 99517 5454

Corporate Office:

65 Hume Street

Crows Nest NSW 2065

Mail; PO Box 848,

Crows Nest NSW 1585

Phone: (02) 8437 3591

Fax: (02) 8437 3589

Website: www.pegment.com au

Listed on The National Stock Exchange of Australia
Website: www rtéxa o au

Code: PMI

Directors

John M Armstrong Non-Exacutive Chairman
lan N 8 Sloan MNon-Executive Director
Maleolm A Mayger Managing Director

Company Secretary

Christopher D Leslie

Share Registry:
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Shareholder enguiries,
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Email:web queries@computershare.com.au

Auditors:

Rothsay Chartered Accountants
Level 1, 12 O'Connell Street,
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Telephone: (02) 88155400
Facsimile; (02) 88155401
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